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DENMARK - KEY ECONOMIC INDICATORS 


In millions of U.S. dollars unless otherwise stated (DKr 6.25 = US$1) 
see note. 


INCOME, PRODUCTION, EMPLOYMENT 1979 1980 E 1981 P 


GNP at current prices 55,749 59,900 65,300 
GNP at constant (1979) prices 55,749 55,200 55,500 
Per Capita GNP, current prices, $ 10,896 11,690 12,750 
Fixed Investment, current prices 12,128 11,456 11,600 
Personal Income, after taxes, current 34,608 36,080 , 39,100 
Labor Force (1,000) 2,627 2,660 2,700 
Average Unemployment Rate, fulltime 5.8% 6.7% 8.5% 
basis 


INDICES (Base year 1975) 


Sales of Industrial Products 
Hours worked in manufacturing 
Hourly Wage Rate in Mfg. 


MONEY AND PRICES 


Money Supply (Mj) 
Money Supply (M2) 
Banks Lending Rate (end period) 


INDICES (Base year in parentheses) 


Wholesale Prices (1968) 
Consumer Retail Sales (1975) 
Consumer Prices, incl. taxes (1975) 


BALANCE OF PAYMENT AND TRADE 


Gold & Foreign Exchange Reserves 4,000 
External Government Debt 9,000 
Annual Debt Service ratio 5.5% 
Current Balance of Payments -2,400 
Balance of Trade (cif/fob) -1,400 

Exports (fob) incl. Agricultural 
Payments from the E.C. 17,600 
U.S. Share 850 
Imports (cif) 19,000 
U.S. Share 1,300 

E = Estimated 

P Projected 


Main imports of U.S. origin products (Jan=-Dec 1980) (Thousands of metric tons 
where applicable and millions of U.S. Dollars): Machinery $270; military 
equipment (primarily for F-16 co-production) $152; feedstuffs $82; transport 
equipment $76; coal 1,300 MT $73; chemicals and products $63; soybeans 257 MT 
$63; instruments/optical articles $54; grain 110 MT $27; fruit and vegetables 
$23; raw furs and hides $22; plywood 27 MT $14; wearing apparel $14. 


NOTE: The above statistics, orginally expressed in national currency, were con- 
verted at the uniform rate of DKr 6.25 = USS1 to preserve year-to-year 


comparability. For actual amounts, multiply dollars by conversion factor 
below. 


Actual exchange rate (Dkr per wUS$1) 522645 5.6391 7.00 
Conversion factor 1.1872 1.1083 0.8929 





SUMMARY 


The Danish economy slowed throughout 1980 and moved into recession in the 
second half. On an annual basis GNP dropped only 1 percent but industrial 
production fell 6 percent during the year and unemployment rose from 5.8 to 
6.7 percent. Activity continued to fall off throughout the first quarter of 
1981 but may stabilize around mid-year. The contraction has been caused by a 
drop in domestic demand of 4 percent, with consumer spending falling at a 
similar rate and investment down 10-20 percent. Exports rose 6,3 percent 
last year but are leveling off. Imports were down 8.6 percent and are 
expected to decline at the same rate in 1981. 


The Government's anti-inflationary program, which aims at reducing real earn 
ings (down 5 percent last year, and a further 2 percent decline expected 
in 1981) and halting the growth in public budgets, has been pursued with 
determination. The current payments deficit was reduced significantly during 
1980 as the trade and services account approached equilibrium, but rising debt 
management costs burden the balance of payments. Wage moderation led to a 
slight reduction in the rate of inflation and, together with depreciation of 
the krone by about 15 percent over 1979-80, helped exporting industries to 
recover competitive positions and market shares; volume export gains in 1980 
more than offset a severe deterioration in terms of trade. The sharply rising 
rate of unemployment is drawing increasing political concern, however, and the 
Government is now giving equal priority to unemployment and the payments defi- 
cit. The large deficits in both the external account and the government 
budget will require continued tight monetary policy; credit has become more 
available with declining economic activity but interest rates are still at 
19-20 percent. 


The recurring payments deficits have made the Kingdom of Denmark a steady 
customer on international financial markets, usually for borrowings arranged 
through bank consortia. Danish business' demand for credit through Danish 

and often through American banks was sharply reduced last year, however, as 
investment declined. There are also flows in the opposite direction as 

several Danish industries have invested in production facilities in the United 
States frequently to service already established markets. 


The Danish market will remain slack this year. But U.S. exporters were able 
last year to attain handsome export gains and increased market shares; coal 
sales and the American portion of the F-16 fighter aircraft program helped the 
record. Development of oil and natural gas resources in the Danish sector of 
the North Sea and an ambitious gas distribution program will call for very 
heavy investment during the 1980's and offer great potential for U.S. equip- 
ment and services; outside financing will also be needed. Despite declining 
production and investment, established markets for high-technology U.S. pro- 
ducts from data processing equipment to electronic components are likely to 
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hold up well. Traditional U.S. fodder exports are expected to continue near 
present levels. Small but growing markets for a number of consumer goods from 
fish products to cotton shirts and sports footwear have been opened by con- 
certed marketing efforts by U.S. exporters. 


CURRENT ECONOMIC SITUATION AND TRENDS 


During 1980 the Danish economy slid into recession which deepened in the 
second half of the year. At a level of $60 billion ($11,690 per capita), GNP 
in 1980 was down 14 percent in real terms from the 1979 level. Activity fell 
off during the first quarter of 1981, but may stabilize around mid-year. 
Reduced domestic demand has so far been the main factor behind the recession. 
Aggregate domestic demand fell by 4 percent in 1980 and is expected to fall 
another 2 percent in 1981. Exports rose 7 percent last year but are 
leveling off, and any gains in 1981 will be quite limited. The decline in 
domestic production was mitigated by the concentration of the reduction in 
demand on imported goods. Import volume fell 8.6 percent last year and will 
likely drop another 5 _ percent this year. With domestic demand continuing 
to fall off, an upturn of the economy depends on improvement in the inter- 
national climate and is unlikely this year. 


PAYMENTS DEFICIT AND UNEMPLOYMENT ARE STUBBORN PROBLEMS: Balance of payments 

deficits and unemployment are current serious problems in many industrialized 
countries, but their combined force has hit Denmark harder than most. Fully 

dependent upon imported energy and raw materials and already in deficit since 
the 1960's, the country was ill prepared to face the effects of rising oil 


prices. Economic growth halted in 1974 and turned negative in 1975. 
Fiscal stimuli provided a temporary expansion in-1976 but also tripled 
the current account deficit, and the Government had to revert to a 
series of economic restraint programs over the following years. How- 
ever, the payments deficit had not been significantly reduced when 

the round of oil prices increases in 1979 drove the deficit to an 
all-time high of close to $3 billion or 4.4 percent of GNP. At the 
Same time, it became increasingly clear that Denmark could not rely 
upon changed international conditions to solve the mounting deficit 
and debit problem. 


Unemployment rose from 5 percent at the beginning of the year to over eight 
percent at the end. This occurred although acceptance of an early retirement 

offer (at age 60) by about 60,000 older workers has limited the net inflow to 

the labor market and although the public sector provided 30,000 new jobs in 

1980. The continued low level of activity in 1981 is likely to add another 

50,000 unemployed and bring the annual unemployment rate up by another 2 per- 
cent. Some of the registered unemployed may be only part-time unemployed, and 
generous benefits further limit the social consequences of unemployment - 

apart from acting as a demand stabilizer - but the magnitude and lasting 
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nature of the unemployment problem has begun to worry the Government to the 
point where its policy priorities are shifting from concentration on the 
balance of payments deficit toward equal emphasis on employment. A Government 
program which subsidizes temporary (9-month) jobs for workers with 21 months' 
unemployment has not succeeded in creating many jobs in production. Most such 
job offers have had to be made by public agencies, which has not made budge- 
tary restraint any easier. A new program calls for 9month jobs for all 
workers under 25 years who have been unemployed for 12 months or more. A 
large proportion of the unemployed are under 25 and in many instances have 
gone directly from school into unemployment. The fear of "losing" a worker 
generation has added to the Government's concern, and it is campaigning for 
more training jobs - which are hard to find in a slack economy. The risk is 
that the public sector will end up bearing that burden as well. 


DEFLATIONARY POLICY CUTS DOMESTIC DEMAND: With the goal of attaining economic 
equilibrium before the end of the decade, the Government has entered upon a 
program to curtail private consumption, halt the growth of the public sector, 
stimulate employment, encourage energy savings, and, by checking domestic 
costs, improve export competitiveness. The traditional policy mix of higher 
taxes and income restraints, augmented by the devaluations of the krone in 
late 1979 by a total of g percent, has been implemented with increased 
determination. This has registered some success but has produced unwanted 
side effects in the form of sharply declining investment and rapidly rising 
unemployment. Tax policy has concentrated on indirect taxes, including an 
increase in the value-added tax to 22 percent and consecutive increases in the 
already heavy energy taxes. The latter have contributed significantly to 
impressive energy savings. While the combination of wage restraints and 
higher prices and taxes in 1980 reduced real earnings by 5 percent and cut 
consumer spending by 3 :to 4 percent, domestic production of consumer 
goods fell only 2 percent. However, automobile sales (all imported) fell 40 
percent, fuel oil sales 20 percent, and gasoline sales 10 percent. Consumer 
durables were down 7 to° 8 percent, and the Danes also spent less on 
clothing and vacations. Sales of food, beverages and tobacco were relatively 
unaffected, however. Private consumption is expected to drop further in 1981 
but at a more moderate rate than last year, as real earnings should decline by 
about 2 percent compared to 5 _ percent in 1980. 


PUBLIC SPENDING STILL RISING DESPITE RESTRAINTS: Efforts to put a lid on 


cost of unemployment benefits. Despite recurring tax increases (to a level of 
46 percent of GNP) the budget deficit keeps growing. It approached 5 _ per- 
cent of GNP in 1980 and will probably exceed 6 percent in 1981. Cutting 
into long-established programs and services is especially painful in Denmark, 
where the extensive public sector enjoys broad acceptance. The combined 
efforts of central and local governments reduced growth in public spending on 
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goods and services from 4 percent in 1979 to 2 percent in 1980, but only by a 
cut in public construction of 18 percent; other public outlays still rose by 
5 percent. It is the Government's declared intention to stop budgetary 
growth completely within the next few years but the very sharp rise in 
unemployment could shake its resolve. The Government has recently stepped up 
efforts to develop public employment programs and other relief measures such 
as extended training and education. 


HOUSING IS FLAT ON ITS BACK: Housing is the investment sector most affected by 
recession. Residential construction began to fall off in 1979 and dropped 21 
percent in 1980, when building starts fell to 20,000 units, one-third the 
number in the peak year of 1972. It is building of individual homes that is 
down most sharply. Job insecurity and the decline in real income are basic 
factors behind the weak market, and continued high financing costs is another, 
despite recently granted access to improved mortgage financing. Reduced 
expectations for appreciation of property values also dampen demand. Until 
last year, real property value rose steadily at higher-than-inflation rates, 
but last year saw price stagnation and in some areas even decline. Prospec- 
tive homeowners can no longer count on capital gains to make up for the ini- 
tial high costs. The market has not been helped by the Government's 
controversial plans to curtail homeowners' deduction for income tax purposes 
of both property tax, for which Parliament has just passed legislation, and 
mortgage payments, now postponed until 1983 at the earliest, though the 
prospective effects appear limited for the average homeowner. The housing 
sector decline is expected to level off during 1981, but activity for the year 
will be down another 10-15 percent. 


BUSINESS INVESTMENT IS DECLINING STEADILY: Business investment has dropped 
steadily, though less sharply than public and residential investment. Plant 
contruction in the nonfarm sector was down 7 percent last year and the low 
level of new starts at the beginning of 1981 points toward a decline of 10 
percent this year. Equipment purchases fell 10 percent in 1980 and may fall 
by the same rate this year. Farm investment will continue to drop sharply. 
Farmers invested heavily in both plant and equipment during most of the 1970's 
and many, especially young newly established farmers, were squeezed when pri- 
ces for their produce did not offset increased variable-interest financing 
costs. Moreover, most farm investment is in animal production, which at pre- 
sent offers no prospect for expansion. Farm investment will probably be 
reduced by as much as one-third over 1980 and 1981. 


and natural gas, where very heavy investment is planned, and shipping. 

Denmark is currently taking only about 400,000 tons of crude annually from the 
Danish sector of the North Sea, but the quantity is scheduled to increase to 

3 million tons (over one-fifth of current consumption) within the next few 
years and there are hopes for much larger quantities before 1990. Sea-to- 
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shore pipelines are projected for both oil and natural gas and the construc- 
tion of an extensive natural gas distribution net has been initiated. 
Investment in ships, rigs and other equipment exceeded $350 million in 1980 
and will reach two to three times that rate in 1981. The North Sea supplies, 
though of a far smaller magnitude than Norwegian deliveries, will eventually 
mitigate the payments deficit, but the foreign exchange costs of initial capi- 
tal outlays are large. 


PRODUCTION IS DOWN DESPITE EXPORT GAINS AND IMPORT CUTS: Manufacturing was 6 
percent lower at the end of 1980 than at the end of 1979, and employment 
dropped correspondingly. The decline reflected primarily the slack home 
market, where sales dropped 9 percent overall - in capital goods by 20 per- 
cent. Although industrial export gains leveled off over the year, export 
sales were still above the 1979 level by the end of 1980. The production and 
employment decline is continuing this year but is expected to bottom out by 
mid-year; a slight increase in the second half of the year will be contingent 
on international trends beginning to improve. 


TRADE DEFICIT IS CHECKED BUT FOREIGN DEBT MOUNTING: The negative employment 
effects of the Government's deflationary program developed faster and stronger 
than expected, in part because of the "overkill" effect on investment. The 
payoffs to trade wnions in 1979-80 for accepting wage restraints, in the form 
of higher corporation and wealth taxes and reduced investment tax credits, 
probably went counter to the purpose of the program, although their impact may 
have been more psychological than financial. The cut in real earnings, hence 
in consumer demand, has on the other hand worked better than expected because 
consumers typically cut out such import-heavy items as automobiles, gasoline, 
heating oil (the mild winter helped too), refrigerators, TV and hi-fi, not to 
forget that winter holiday by the Mediterranean. The budgetary savings 
efforts have probably worked as well as could be expected in a society which 
over decades has gotten used to an ever increasing flow of "free" public ser- 
vices. One key point of the program, helped by its timing to international 
developments, has been an unqualified success. The two devaluations of the 
krone in late 1979, accompanied by modification of the wage indexation system 
to dampen inflationary effects (energy costs and direct devaluation price 
effects were taken out of the index), were reinforced by subsequent inter- 
national exchange rate developments. Since early 1979, the krone has thus 
effectively depreciated by some 15 percent (on a trade-weighted basis) while 
the domestic inflation rate has moderated. According to industry sources 
Denmark's competitive position for industrial products improved 8 percent 
in 1980 and may improve by another 5 _ percent this year. Recovery of market 
shares has been smaller, however, because of the generally slack conditions in 
some of Denmark's most important markets. The export gain in 1980 of some 
$2.6 billion more than made up for the country's terms-of-trade loss of $1.8 
billion. The payments deficit, running at an annual rate of $3.5 billion at 
the beginning of 1980, had been halved by year's end. The 1980 deficit of 
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about $2.4 billion approximated interest on foreign debt, development 
assistance grants, and other transfers, while the trade and services accounts 
were in balance. The recession-hit Danish economy is able to pay for its 
current spending -- but the Danes will have to make further sacrifices to make 
up for former sins and pay off the foreign debt, now at a level of $17 billion 
(28% of GNP). Interest payments alone will take 3 percent of GNP in 1981, and 
amortization a similar amount. 


INFLATION RATE HAS MODERATED: The underlying rate of inflation (GNP deflator) 

has stabilized at around " 8g percent. Over 1980 both wage and price move- 

ments moderated significantly. Blue collar wages, which had risen 13.5 per- 

cent from fourth quarter 1978 to fourth quarter 1979, rose only 7.6 per- 
cent overthe following fourquarters. White collar wages also showed a re- 
duced increase, from 12 percent to 8 percént, while public servants 

got a little over 7 percent moré in both periods. The rate of increase 
in consumer prices held at about 12 percent because of successive sales 
tax increases, but net of taxes the increase felI from an annual rate 
of 13-14 percent in the first quarter of 1980 to about 7 percent in 
‘the final quarter. The decline in inflation over 1980 was due not 
‘only to wage restraints and price controls; increases in import prices 
-also moderated over the year. Wage settlements in early 1981 will 
Probably hold blue collar wage increases this year to. 7 0 S percent, 
‘less than the estimated 9 to 10 percent increase in consumer prices, 
‘but public servants have received approximately 3 percént more to 

make up for several years’ backlog. The favorably low starting potnt 
“notwithstahding,wages and prices may rise in 1981 at about unchanged 
rates, as the acceleration in import prices is passed on following the 
expiration of price controls in March. 


CREDIT HAS EASED BUT RATES ARE HIGH: Reduced economic activity has taken 
pressures off the credit market, and in November 1980 the central bank 
suspended the statutory limitation on bank credit, which had been in effect 
for a decade. Also, mortgage credit legislation was amended in the last 
quarter of 1980 to permit increased financing by mutual institutions. Both 
steps represent a movement toward normalization of the market and presumably 
channeled some lending back from parallel or gray markets into the organized 
market. Sale of government paper to finance the growing fiscal deficit 
assumed an increasing significance in the Danish market, previously dominated 
by mortgage bonds. The larger inflows of government bonds made up for some 
decline in new mortgage bond issues with the drop in housing starts, and rates 
remained high. Bank rates have run parallel to the official discount rate, 
which was at a level of 13 percent from February to October 1980, when it was 
lowered to 11 percent; bank rates fell correspondingly from 19 to 17 percent. 
Bond rates have reacted more slowly, but fell to a level of about 18 percent 
around the turn of the year, after which they have risen about 1 percent. 

In view of the continued large external deficit and the rising fiscal deficit, 
rates are not likely to come down during 1981, especially since the spread 
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between Danish and international rates has narrowed. Experiences in early 
1980 demonstrated that a narrow spread risks capital outflows and pressures 
against the krone; hence the 2 percent discount raise in February, 1980. 
Since then the krone has been stable at a middle level among the European 
Monetary System currencies, but has depreciated, with the general weakening of 
the EMS, against dollars, sterling and yen, and to a lesser extent the non- 
aligned Scandinavian currencies. 


IMPLICATIONS FOR THE UNITED STATES 


Economic Community in 1973 together with the United Kingdom and Ireland in 
order to gain access to the large, duty-free EEC market and preserve the 
important British market for Danish farm products. Traditionally nonprotec- 
tionists, the Danes nevertheless value the benefits of the EEC's farm subsidy 
system (CAP). In other areas, however, Denmark is a devout supporter of trade 
liberalization and will oppose any protectionist tendencies which might deve- 
lop as a consequence of the present, widespread recession and balance-of- 
payments problems. Denmark vigorously supported the several GATT rounds of 
trade liberalization negotiations. The latest, the Tokyo Round, will reduce 
remaining customs barriers by about 30 percent over a 7-year period and 
reduce and harmonize nontariff measures in such areas as standards, government 
procurement, subsidies and import licensing. 


STABLE EXCHANGE RATE - IN A EUROPEAN CONTEXT: Denmark is a member of the Euro- 
pean Monetary System (EMS) which lends a high degree of stability to the 
Danish krone in a European context. However, the krone, like the other EMS 
currencies, has depreciated sharply against dollars, sterling, and the Nor- 
wegian and Swedish krona. The Danes have reason to view the rise of the 
dollar with some ambivalence. While the krone's relative depreciation over 
the past year and a half has improved Danish competitiveness, deterioration in 
terms-of-trade with rising prices of fuels and raw materials has absorbed part 
of the gain. Close to one-third of the large and growing foreign debt is 
dollar-denominated. In principle the Danes favor stable exchange rates and, do 
not believe in depreciation as a shortcut to settle the economic imbalance. 
The unilateral devaluation of the krone (by 5 percent) in November 1979 so 
far remains an isolated event, and global exchange rate developments since 
then have relieved the Danish authorities of the need for independent exchange 
rate decisions. 


AMERICAN FINANCIAL INVOLVEMENT: Requirements of deficit financing and of debt 
refinancing have made Denmark a steady customer in the international capital 
market and have brought U.S. financial institutions increasingly to the Danish 
market, not only in consortia loans to the Government, but also, through 
Danish banks, to the local market. Denmark can be expected to seek foreign 
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loan capital for quite some time to come. The Danish Government is concerned 
less about the actual debt level than about the cost of financing the debt at 
rising interest rates and the preservation of market confidence. These con- 
cerns are reflected in the Government's present efforts toward a long-term 
economic program to check the imbalance. In view of the country's advanced 
standards this should not be an impossible task, but it will require political 
resolve and time. In the meantime, the Government debt appears well managed 
and still well within the capacity of the budget. With regard to private sec- 
tor loans, demand for foreign investment capital is waning with high interest 
rates and contraction of domestic and foreign markets for goods. The well 
organized and solid Danish banking system provides ample protection in the few 
cases where borrowers cannot meet their commitments. 


DANISH AND AMERICAN INVESTMENT EXCHANGE: U.S. direct investment in Denmark 
amounts to well over $1 billion, half of which represents the postwar 
establishment of petroleum refineries, and the remainder, in most cases, 
takeover of technologically advanced Danish industries which had expanded to 
the point where local sources of capital were inadequate. The liberalized, 
high-interest and well-secured Danish bond market has at times attracted 
American investors, but exchange rate developments over the past year have 
caused some Americans to sell. More recently, a few Danish industrial stocks 
with high growth potential have become popular in the U.S. market. The Danes 
are not permitted to invest in foreign securities, outside of certain inter- 
national institution bonds, but direct investment abroad is permitted, and 
several Danish industries have set up production in the United States - in 
most cases to supply already established markets for their products. Relative 
production costs, customs barriers and transportation costs are factors which 
make Danish industries willing to consider favorable offers from industrial 
area developers in the United States. 


SHIPPING AND AVIATION: Bilateral business activity in these areas is both 
extensive and conditioned on governmental policy. Danish shippers have 
invested heavily in containerization for the American trades and over 30 per- 
cent of their gross freight earnings stem from trade with the United States. 
This corresponds to over two-thirds the value of Danish exports to the United 
States. On the whole the Danes consider the United States an ally against 
protectionism. Though the Scandinavian Governments, pressured by SAS, have 
pursued protectionist civil aviation policies, they have just made a liberal 
move: approval of charter flights from Scandinavia to Florida. Danish charter 
flights will start touching down this fall, to the benefit of the Florida 
tourism industry, the U.S. balance of payments, and perhaps U.S. aircraft 
sales. Another positive civil aviation development: Northwest, competing with 
SAS on the United States-Scandinavia market, has obtained the Scandinavian 
Governments’ approval this year of a much more diversified package of fares. 


further decline in demand this year and particularly the continued decline in 
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investment, the Danish market will be far from booming. However, American 
exporters have often maintained or improved sales levels when the market was 
weak. In 1980, when the volume of Danish imports fell, American exports 
advanced 27 percent in current dollar value to $1.2 billion - and not only 
because of increases in prices. The U.S. share of the Danish market rose from 
5.2 percent in 1979 to 6.3 percent in 1980, the best performance since the 
1973 oil crisis. Two spectacular developments contributed: coal sales rose 
from 200,000 tons in 1979 to 1.3 million tons (13.5 percent of total Danish 
demand) and a value of $73 million, and military equipment under the F-16 
aircraft program accounted for close to $170 million. 


ENERGY SECTOR POTENTIAL: The sharp rise in American coal sales reflects both a 
rapid conversion by Danish power plants from oil to coal (the use of oil is 
down from 90 to 20 percent) and limitations on traditional supplies. Poland 
has been the major supplier but deliveries have dropped and are wnlikely to 
recover; supplies from the USSR, South Africa and Europe will not increase 
either. Unless strikes and crowded East Coast port facilities raise serious 
problems, U.S. coal sales to Denmark could double in 1981 to a level 
approaching 3 million tons. 


Denmark will invest heavily during the 1980's inthe construction ofa natural 
gas distribution network and expansion of North Sea oil activities. The 
Danish firm A.P. Moeller, which since 1962 has held exclusive rights to 
extraction of hydrocarbons in Denmark, for which it has formed the Danish 
Underground Consortium with Shell, Texaco and Chevron, has relinquished the 
major (though not the potentially most valuable) part of its territorial 
rights after difficult negotiations with the Danish Government. Relinquished 
lots will shortly be offered other companies since the Government wants more 
rapid exploration of the North Sea. Projects for sea-to-shore pipelines for 
both oil and natural gas have already been initiated, and a number of regional 
(county/municipal) authorities have been established to oversee construction 
of a natural gas network to bring gas first to major consumers and eventually 
to households in built-up areas. With the oil and gas equipment based on 
American standards, the potential for sales of American equipment and related 
services is large. The government-owned company, Danish Oil and Natural Gas 
(DONG), set up to monitor developments, is likely to look for local suppliers 
whenever possible in view of the strong domestic interest in the eventual 
impact of energy sector developments on the national economy, and especially 
production and employment. The relative lack of local know-how offers oppor- 
tunities, however, for American companies to participate in these large pro- 
jects directly, as sub-contractors, in joint ventures, or even through 
establishment of local subsidiaries. Several U.S. companies are already 
actively exploring the latter possibility with a view to using Denmark as a 
springboard to similar markets in other European countries. 


THE CAPITAL GOODS MARKET: The Danish investment goods market, including 
transportation equipment, contracted by 10-15 percent in 1980 but U.S. sales 
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fared better than average and the previously registered improvement in market 
share was consolidated at 11 percent. Major U.S. sales were in data pro- 
cessing equipment, up 25 percent. This reflects the widening application of 
electronic data processing ranging from large business computers to micropro- 
cessors now approaching individual consumer level. This is a development 
likely to continue or even accelerate, particularly if the rate of improvement 
in cost/capacity ratio is maintained. 


Investment in technologically advanced equipment in the printing and graphic 
arts industries peaked in 1979 and imports of new equipment dropped 20-25 per- 
cent in 1980; sales of U.S.-phototypesetting equipment felltwice as much. 
Future developments in the printing trades are uncertain, as was emphasized by 
a nationwide strike and lockout this spring over the issue of job protection 
against technological layoffs. Although the Danish metal industries are at a 
stage of, at best, slow expansion, the potential market for U.S. goods remains 
favorable. Numerically controlled metalworking machinery is gaining increased 
application and American products, such as automated boring machines, have 
attained a dominant position. Sales of technical and scientific instruments 
were up some 20 percent in 1980 and the U.S. share of the market rose to 15 
percent with good prospects for further gains. 


The market for commercial aircraft is depressed; airlines are squeezed between 
mounting fuel costs and dropping seat sales, and international competition has 
sharpened. Most recent SAS contracts (for two 747's) were on a lease rather 
than purchase basis, and this policy is likely to be pursued in the future. 


SEMI-MANUFACTURES AND RAW MATERIALS: This market was directly affected by the 


production decline in the course of 1980 and the effect upon imports was rein- 
forced by a rather sharp reduction of inventories. On the average, U.S. sales 
took the same beating as others, but there were exceptions. The strong posi- 
tion held by U.S. electronic components, primarily integrated circuits, 
relays, and semi-conductors, was further cemented in 1980 with a gain in sales 
values of 60 percent - superior quality has apparently secured market accep- 
tance of these American products. 


The depression in the building industry has reduced imports - and U.S. sales - 
of plywood by some 20 percent, and the market is likely to weaken further 
until an anticipated gradual upturn in the second half of 1981. 


Sales of polyester yarns in 1980 were only half those of 1979 as the introduc- 
tion of EC antidumping duties deprived U.S. products of their former strong 
competitive position. The dim prospects for this market are not made any 
brighter by the present high dollar exchange rate. Sales of raw cotton and 
cotton products have fallen by one third. Danish spinning mills complain of 
narrow profit margins and the Danish textile production is generally on the 
decline. These losses were offset by strongly increased sales of U.S. cotton 
wearing apparel. 
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Some minor items have gained a foothold in the Danish market. U.S. produced 
milk cartons have proved competitive and gained sales of several million 
dollars. An interesting market has developed for U.S. raw furs, primarily 
raccoon, muskrat and coyote, which are auctioned at the Copenhagen fur center 
to markets in Western Europe and the Far East. 


AGRICULTURAL PRODUCE: Farm products account for about one quarter of U.S. 
exports to Denmark. This is an established market but with year-to-year fluc- 
tuations according to crop and price conditions. Major sales are in soybeans, 
oilmeal, and corn. Danish crushing capacity was reduced in 1980 by a plant 
explosion, and the resulting decline in soybean imports reduced U.S. sales by 
over 25 percent to 260,000 tons. This loss was more than offset by an 
increase in oilmeal sales to about 330,000 tons. The slight downward trend in 
Danish livestock production will affect imports of oilseeds and products. 
Soybean sales may drop to a level below 200,000 tons per annum and meal sales 
May stabilize near present levels. U.S. corn sales dropped by 20 percent in 
1980 to about 100,000 tons but are expected to hold at that level. 


CONSUMER GOODS, INCLUDING FOOD: Consumer goods account for 17 percent of total 
Danish imports but the United States has only a small though growing share of 
this market. U.S. sales of consumer goods in 1980 totaled $108 million, 3.7 
percent of total consumer goods imported. 


Sales of U.S. quality beef were stable last year at a level of 150 tons per 
annum, and U.S. horsemeat returned to the Danish market with sales of 110 
tons. EC quota concessions on quality beef in the Multilateral Trade Nego- 
tiations are likely to permit increased sales. Sales of U.S. fish products 
rose 28 percent in 1980 to $5 million as a small drop in salmon sales was made 
up for by new sales of salted cod. U.S. shrimp sales yielded to competition 
from Greenland suppliers in this very price-sensitive market. The otherwise 
promising market for live eel was slightly disappointing in 1980 as Danish 
catches unexpectedly rose, affecting market prices. There is further poten- 
tial for expanding sales of U.S. fish products, salmon and eel as well as 
salted cod (Atlantic and Pacific), which may become a major U.S. fish export. 
There is a demonstrated Danish interest in joint ventures with American 
processors. 


While sales of U.S. fresh vegetables show a declining trend, sales of raisins 
and almonds are up 20 percent to an annual rate of $21 million. 


U.S. manufacturers of wearing apparel have solicited the support of the 

Foreign Commercial Service in very concerted promotion efforts which have proven 
effective. Sales rose from $8 million in 1979 to $14 million in 1980, 
primarily of cotton T-shirts, sweatshirts, jeans and socks. This record may 

be sustained even if the Danish consumer market remains slack for some time. 

U.S. sales of high quality sports footwear have also increased. 





14 


SIGNIFICANT U.S. EXPORT POSSIBILITIES: 


Coal. 


Supplies and services for North Sea oil exploration, exploitation and oil 
pipeline system: platforms, surveying and drill equipment, compressors, pumps 
etc. 


Equipment and services for natural gas pipeline and distribution net: gas 
treatment and transmission equipment: compressors, pumps, valves. Also 
domestic and industrial natural gas equipment and appliances. 


Electronic data equipment: mini and micro-computers; terminals, low-priced 
printers; word and text processing equipment. 


Raw furs: muskrat, raccoon and coyote (for reexport purposes sold on com- 
mission by the Danish Fur Auctions). 


Electronics: semiconductors; switches and relays; integrated circuits, produc- 
tion and.testing equipment. 


Fish: salted cod (Atlantic/Pacific) produced to Danish standards (for reexport 
purposes). 


Horsemeat. 


Food processing equipment: fast food restaurant equipment; continuous ham- 
burger lines. 


Safety and security systems: smoke detectors and electronic burglar alarms 
(both domestic and industrial use). Personal access systems. Surveillance 
equipment. 


Clothing and footwear: T-shirts, sweat shirts, ladies shirts/blouses (safari 
type), jeans, socks, all cotton or cotton-blend. Sports footwear. 
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